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OFFICE OF LEGISLATIVE AUDITOR STATE OF LOUISIANA BATON ROUGE, LOUISIANA 70804-9397 
November 20. 1998 

NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Natchitoches. Louisiana 

1600 NORTII "l |IIRI) STREET POST OFFICE BOX 94397 TELEPtlONIk (225) 339-3800 FACSIMII.Ii: (225) 339-3870 

We have audited the accompanying general purpose financial statements of Northwestern State University, a component unit of the State of Louisiana, as of and for the year ended June 30, 1998, as listed in the foregoing table of contents. These general purpose financial statements are the responsibility of Northwestern State University's management. Our responsibility is to express an ()pinion on these general purpose financial statements based on our audit. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptreller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. 
In our opinion, the general purpose financial statements referred to above present fairly, in all material respects, the financial position of Northwestern State University, as of June 30, 1998, and the changes in fund balances; and the current funds' revenues, expenditures, and other changes for the year then ended in conformity with generally accepted accounting principles. In accordance with Government Auditing Standards, we have also issued our report dated November 20, 1998, on our consideration of Northwestern State University's compliance with certain provisions of laws, regulations, contracts, and grants and on its internal control over financial reporting. Our audit was made for the purpose of forming an opinion on the general purpose financial statements of Northwestern State University, taken as a whole. The accompanying supplemental information schedules listed in the table of contents are presented for the purpose of additional analysis and are not a required part of the general purpose financial statements. 



LEGISLATIVE AUDITOR 
NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Audit Report, June 30, 1998 
Such information has been subjected to the procedures applied in the audit of the general purpose financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the general purpose financial statements taken as a whole. 

WJR:MAN:PPL:ss Legislative Auditor 



NORTHWESTERN STATE UNIVERSITY STATE OF I.OUISIANA BALANCE SHEET - ALL FUNDS For the Year Ended June 30, 1998 

ASSETS Cash and c~.sh equNatents Investments Accrued interest Accounts receivable Notes receivable Deferred charges and prepaid expenses Inventories Other assets tr~stitutio~a~ p~t TOTAL ASSETS LIABILITIES AND FUND EQUITY Liabilities: Accounts payable Accrued payrolls and other liabilities Deposit~. held for otheTs Deferred revenues Comper~sated absences payable Bonds payable Other liabilities Total liabilities Fund equity: Net investment in plant Fund batances: Reserved for debt service Reserved for inventories Reserved for encumbrances Current operations - unrestricted (deficit) Current operations - restricted Noncurrent operations: Restricted Endowment Total fund equity (deficit) 

DURRENTFUNDS AUXILIARY GENERAL ENTERPRISES RESTRICIED 
$223,168 1,712,862 25,594 1.467.036 182,395 670.841 500 
$4.282,396 
$887,403 1,127,271 5,000 2,048,324 1.406.435 
5.474.433 
670,841 {1 ,B62.B7B) 

TOTAl_ LIABILITIES AND FUND EQUITY $4,282,396 

$1,103,772 $1,711,758 
655,281 2,188 
19,644 2,013.857 16,032 

$1.761,241 $3,761,291 
$134.720 54,960 160,309 522,391 187,924 
1,O80,304 

70,755 630.182 

STUDENT LOAN ENDOWMENT FUNDS FUNDS 
$35,739 155,988 2,417,848 
$2,609,575 

$368,014 $54 121,923 5,028 399,277 74,984 
969,226 

256,846 2,535,219 

$1,342,672 15,246 

$1.357,918 

10,620 $28,457 10.674 

2,598,901 

28.457 

1,329,461 700,937 2,792,065 2,598,901 1,329,461 
$1,761,241 $3.761,291 $2,609.575 $1,357,918 

The accompanying notes are an integral part of this statement. 4 



PLANT FUNDS RENEWAt.S RETIREMENT AND OF INVESTMENT AGENCY UNEXPENDED REPLACEMENTS INDEBTEDNESS IN PLANT FUNDS 
$723,615 $4,951 $19,125 
31,033 

$754,648 

$42,242 
42,242 

25.O27 
687.379 

$4,951 
$4,951 

4,95 

NONE 

$19,125 

NONE 
$19,125 

19.125 

$112,011,239 $112,011,239 

$376,000 

$357,745 72,919 39,576 

$471,240 
$8,081 463,159 

TOTAL (MEMORANDUM ONL~ 
$4,179,873 3,128,453 216,472 4,206,783 2,417,848 200,615 679,841 1,500 112,011,239 $127,033,624 
$1,403,223 1,304,154 633,496 3,012,234 1,669,343 375,000 39,077 375,000 471,240 8,436,527 111,636,239 

111,635,239 NONE 

111,636,239 19,125 670,841 352,628 (1,862,878) 3.165.401 3,286,280 1,329,461 118,597,O97 
$4,951 $19,125 $112,011,239 $471,240 $127,033,624 

Statement A 



NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Statement of Changes in Fund Balances For the Year Ended June 30, 1998 

Revenue and other additions: Unrestricted current fund revenues Tuition and fee.,; - restricted State appropriations - restricted Federal grants and contracts - restricted State grants and contracts - restricted Private gifts, grants, and contracts Sales and services of educational departments Investment income - restricted Auxiliary enterprise revenue Interest on loans receivable Retirement of indebtedness Additions to plant facilities Other sources Total revenues and other additions Expenditures and other deductions: Educational and general Auxiliary enterprises Expended for plant facilities Indirect costs recovered Loan cancellations and write-offs Retirement of indebtedness Interest on indebtedness Refunded to grantors Disposal of plant facilities Compensated absences Other Total expenditures and other deductions Transfers among funds - additions (deductions): Mandatory: Principal and interest Loan fund matching grants Other Nonmandatory: Renewals and replacements Other Total transfers among funds Inventory increase Net increase (decrease) for the year Fund balances (deficit) at July 1,1997, restated Fund balances (deficit) at June 30, 1998 

CURRENT FUNDS AUXILIARY GENERAL ENTERPRISES RESTRICTED 
$40,633,724 

40.633.724 
37,996,078 

(iT,f99) 473,799 38,452,678 
(48,417) (552,235) 
(2,o19,638) (2,620,290) 4.619 (434,625) (757,412) 

The accompanying notes are an integral part of this statement. 6 

$4,9o2,519 

$2,5o1,151 147,OLO 8,948,859 2,154,356 350,849 321,561 49.593 

STUDENT LOAN FUNDS 
$203,219 
52,847 57.762 

431.174 6.924 4,902,519 14,904,553 320,752 
648,622 15,072,534 5,546,691 157,978 
44,314 10t,128 (3,591) 6.197.779 15.271.235 300.522 

(767,241) (418) (312,899) 2,019,638 939.080 NONE 
1.410 553.645 NONE 

48.417 
48.417 NONE (356,180) 186,963 68,647 1,O57,117 2,605,102 2,530,254 $700,937 $2,792,065 $2,598,90 



pLANT FUNDS RENEWALS RETIREMENT ENDOWMENT AND OF INVESTMENT FUNDS UNEXPENDED REPLACEMENTS INDEBTEDNESS IN PLANT 
$321,985 

$17,539 36,573 $31,822 $32,460 
17.539 

NONE 

(1,410) (1,410) NONE 16.129 1,313,332 $1,329,461 

983.O7t 1,341,629 

51,334 51,334 
(948,527) (3,825) (427,722) 

31,822 
740,621 

740.621 
(922,982) 
740.62 

32,460 

3,321,310 145,430 
40.417 3,507,157 
2,638,750 4,243 
2,642,993 

$3,499,000 4,249,788 7.748.788 

1,383,661 
1,383,66 

NONE 

Statement B 

TOTAL (MEMORANDUM ONL~ 
$40,633,724 2,823,136 147,O10 9,152,078 2,154,356 350,849 321,561 220,834 4,902,519 57,762 3,499,000 4,249,788 1.421.169 69,933,786 
53,717,234 5,546,691 740,621 157,978 199,394 3,321,310 145,430 145,442 1,383,661 (18,324) 565,550 65,904,987 

NONE NONE NONE NONE NONE 4.619 (89,779) 802,188 $712,406 
(891,160) 891,160 NONE 

(831,704 850,829 $19,125 
6,365,127 4,033,418 105,271,112 114,563,679 $111,636,239 $118,597,097 



NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA CURRENT FUNDS Statement of Revenues, Expenditures and Other Changes For the Year Ended June 30, 1998 
Revenues: Tuition and fees State appropriations Federal grants and contracts State grants and contracts Private gifts, grants, and contracts Sales and services of educational departments Investment income Auxiliary enterprise revenue Administrative expense recovery Other sources Total revenues Expendffures and transfers: Educational and general: Instruction Research Public service Academic support Student services institutional support Operations and maintenance of plant Scholarships and fellowships Compensated absences Other Total educational and general expenditures Mandatory transfers for: Loan fund matching grants Other Nonmandatory transfers for - other Total mandatory and nonmandatory transfers Auxiliary enterprises: Expenditures Mandatory transfers for: Principal and interest Other Nonmandatory transfers for: Renewals and replacements Other Total auxiliary enterprises Total expenditures and transfers 

Statement C 

AUXILIARY GENERAL ENTERPRISES RESTRICTED 
$16,552,897 $1,103,034 22,716,650 54.500 

$2,553,809 147,010 8,923,084 2,060,778 76.194 410,258 321,561 266,479 49,593 3,626,409 g7,784 535,156 173,076 431,174 40.633.724 4.902.519 14.563.203 
19,229,235 3,822,439 568,752 255,732 32,642 603,714 3,125,473 1,726,929 2,378,904 576,530 5,896,726 41,801 3,718,953 96,062 3,045,393 648,622 7,929,329 (17,199) 2,466 (3,591) 473,799 19,998 38.452.678 651,088 15,068,943 48,417 552,235 2,019,638 2.620.290 NONE 

NONE 41.072.968 Other additions (deductions): Excess of restricted receipts over transfers to revenues Inventory increase (decrease) 4,619 Other Net increase (decrease) in fund balances 

5,546,691 767,241 418 312.899 (2,019,638) 4,607,611 5.258.699 
($434,625/ {$356,180) 

The accompanying notes are an integral part of this statement. 8 

(552,235) (1,410) (553,645) 

NONE 14,515,298 
183.372 (44,314) $186,963 



NTRODUCI"ION 

NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements As of and for the Year Ended June 30, 1998 
Northwestern State University is a publicly supported institution of higher education. The university is a component unit of the State of Louisiana, within the executive branch of government. The university is under the management and supervision of the University of Louisiana System Board of Trustees; however, the annual budget of the university and changes to the degree programs, departments of instruction, et cetera, require the approval of the Louisiana Bc)ard of Regents. As a state university, operations of the university's instructional programs are funded through annual lapsing appropriations made by the Louisiana Legislature. Northwestern State University is located in Natchitoches, Louisiana, and serves as a cultural and educational center for central and northwest Louisiana. As an open admissions institution, with the Louisiana Scholars' College selective admissions component, Northwestern State University attracts students with a wide range of backgrounds. The university offers associate, baccalaureate, and selected masters and specialists degrees in the areas of liberal arts, education, music, the sciences, and science-related technologies. In addition, the university offers off-carnpus program activities at the Nursing Education Center in Shreveport, the Fort Polk Center in Leesville, and England Industrial Park and Louisiana State University at Alexandria. Enrollment on all campuses of the university was 8,873, 8,280 and 4,297, respectively, during the fall, spring, and summer semesters of the 1997-98 fiscal year. The university has 314 full-time faculty, 198 part-time faculty, and 404 staff members. 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES A. BASIS OF PRESENTATION The Governmental Accounting Standards Board (GASB) recognizes two models for college and university accounting and financial reporting in GASB Statement No. 15: the American Institute of Certified Public Accountants (AICPA) College Guide model, and the Governmental model, established by the National Council on Governmental Accounting. The accompanying financial statements have been prepared in accordance with the AICPA College Guide model principles. B. REPORTING ENTITY The GASB, Code Section 2100, has defined the governmental reporting entity to be the State of Louisiana. Therefore, the accompanying financial statements of the university contain sub-account information of the various funds of the State of Louisiana. The university is considered a component unit of the State of Louisiana because the state exercises oversight responsibility and has accountability for fiscal matters as follows: (1) a majority of the members of the governing boards are appointed by the governor; (2) the state has control and exercises authority over budget matters; (3) state 



NORTHWESTERN STATE UNIVERSITY STATE OF L.OUISIANA Notes to the Financial Statements (Continued) 
appropriations provide the largest percentage of total revenues; (4) the state issues bonds to finance certain construction; and (5) the university primarily serves state residents. The accompanying financial statements present information only as to the transactions of the programs of Northwestern State University as authorized by Louisiana statutes and administrative regulations. Annually, the State of Louisiana issues general purpose financial statements, which include the activity contained in the accompanying financial statements. The general purpose financial statements are audited by the Louisiana Legislative Auditor. C. FUND ACCOUNTING 
To observe the limitations and restrictions placed on the use of available resources, the accounts of the university are maintained in accordance with the principles of fund accounting. Such principles prescribe the manner in which resources for various purposes are classified, for accounting and reporting purposes, into funds that are in accordance with specified activities or objectives. Accounts are separately maintained for each fund; however, in the accompanying financial statements, funds having similar characteristics have been combined into fund groups. Accordingly, all financial statements have been reported by fund groups. A brief description of each fund group follows: Current Funds Current funds are operating funds that will be expended in the near term. Such funds have two basic sub-groups, unrestricted and restricted. Unrestricted current funds include all funds for operating purposes on which there are no restrictions, except the budgetary control provisions included in the annual legislative appropriation act, and include the Genera/ Fund. Restricted current funds represent those operating funds on which restrictions have been imposed that limit the purposes for which such funds can be used and include auxiliary enterprise funds and gifts, grants, or contracts from governmental or private agencies. Student Loan Funds 
The student loan funds group accounts for resources available for loans to students. Endowment Funds Endowment funds are funds with respect to which donors or other outside agencies have stipulated, as a condition of the gift instrument, that the principal is to be maintained inviolate and in perpetuity and invested for the purpose of 

10 



NORTHWESTERN STATE UNIVERSITY STATE OF I.OUISIANA Notes to the Financial Statements (Continued) 
producing present and future income that may either be expended or added to principal. Plant Funds The plant funds group contains four self-balancing subgroups. Unexpended plant funds are used for the acquisition of long-lived assets for institutional purposes. Funds for renewals and replacements are set aside from current operating revenues for the renewal and replacement of auxiliary enterprise properties. Funds for retirement of indebtedness are to service plant indebtedness of the university, investment in plant includes all long-lived assets of the university. Certain plant assets are provided directly by the state and are funded by general obligation bonds of the state. While the plant assets are included in the financial statements, the general obligation bonds are not since they are funded by the state treasurer. Agency Funds Agency funds are deposits in which the university acts as custodian or fiscal agent on behalf of others, such as student or faculty organizations and workshops. D. BASIS OF ACCOUNTING The financial statements of the university have been prepared on the accrual basis of accounting, except that (1) depreciation is not recognized; (2) summer school tuition and fees and faculty salaries and related benefits for June are not prorated but are deferred to the succeeding year, except for Shreveport nursing instructor salaries; and (3) inventories of the General Fund are recorded as expenditures at the time of purchase, The statement of current funds' revenues, expenditures, and other changes is a statement of financial activities of current funds relating to the current reporting period. It does not purport to present the results of operations (net income or loss) for the period, as would a statement of revenues and expenses. To the extent that current funds are used to finance plant assets, the amounts so provided are accounted for as expenditures in the case of normal acquisitions, repairs and renovations; mandatory transfers in the case of required provisions for debt amortization and interest; and as transfers of a nonmandatory nature for all other cases. 

E. BUDGET PRACTICES The appropriation made for the General Fund of the university is an annual lapsing appropriation established by legislative action and by Title 39 of the Louisiana Revised 
11 



NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
Statutes. The statute requires that the budget be approved by the Louisiana Board of Regents and certain legislative and executive branches of state government. Budget revisions are granted by the Joint Legislative Committee on the Budget. In compliance with these legal restrictions, budgets are adopted on the accrual basis of accounting, except that (1) depreciation is not recognized; (2) leave costs are treated as budgeted expenditures to the extent that they are expected to be paid; (3) summer school tuition and fees and summer school faculty salaries and related benefits for June are not prorated but are recognized in the succeeding year, except for Shreveport nursing instructor salaries; and (4) inventories in the General Fund are recorded as expenditures at the time of purchase. The budget amounts include the original approved budget and subsequent amendments approved as follows: Original approved budget $41,469,255 Amendments: Higher Education Enhancement and Library Funds from the Board of Regents in accordance with Act 18 1,290,366 -fotal budgeted amounts 
F. CASH AND CASH EQUIVALENTS AND INVESTMENTS 

$42,759,621 
Cash includes cash on hand, demand deposits, and interest-bearing demand deposits. Cash equivalents include amounts in United States Treasury Bills. Cash and cash equivalents are stated at cost, which approximates market. Under state law, Northwestern State University may deposit funds within fiscal agent banks organized under the laws of the State of Louisiana, the laws of any other state in the Union, or the laws of the United States. Furthermore, the university may invest in certificates of deposit of state banks organized under Louisiana law and national banks having their principal offices in Louisiana. Certificates of deposit will be classified as investments where the maturity dates are 90 days or more from the purchase dates. These certificates of deposit are also stated at cost. In accordance with Louisiana Revised Statute (R.S.) 49:327(C)(3), the university is authorized to invest funds in direct United States Treasury obligations. These are classified as investments if their original maturity dates exceed 90 days; however, if the original maturity dates are 90 days or less, they are classified as cash equivalents. 

12 



NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
G. INVENTORIES 
Inventories are valued at the lower of cost or market. The university uses both perpetual and periodic inventory systems and values its inventory using the first-in, first-out (FIFO) valuation method, except for the warehouse inventory, which uses the weighted average method. Inventories in the General Fund are recorded as expenditures at the time of purchase. Year-end balances are offset by a fund balance reserve that indicates this portion of the fund balance does not constitute available spendable resources. H. DEFERRED REVENUES Tuitien and fees collected at June 30, 1998, but applicable to the 1998 summer session, are reported as deferred revenues. Expenses relating to this session are reported in the period the tuition and fees are recognized as revenues. ENCUMBRANCES Encumbrance accounting, under which purchase orders, contracts, and other commitments for the expenditure of monies are recorded to reserve fund balances, is employed by the university. Encumbrances outstanding at year-end in all funds, except for the General Fund, are reported as reservations of fund balance since they do not constitute expenditures or liabilities in the year encumbered. Encumbrances of the General Fund are not included in the financial statements because the university does not have the ability to finance the liquidation of encumbrances after June 30, 1998, as provided by R.S. 39:82. 
J. PLANT ASSETS Physical plant and equipment are stated at cost at the date of acquisition, estimated cost if actual cost is not known, fair market value at date of donation in the case of gifts, or market value for livestock. Certain improvements to infrastructures are capitalized. No depreciation has been provided on plant assets. Construction in progress is capitalized during construction. K. COMPENSATED ABSENCES Employees accrue and accumulate annual and sick leave in accordance with state law and administrative regulations. The leave is accumulated without limitation; however, nine-month faculty members do not accrue annual leave but are granted faculty leave during holiday periods when students are not in classes. Employees who are considered having non-exempt status according to the guidelines contained in the Fair Labor Standards Act may be paid for compensatory leave earned. 

13 



NORTHWESTERN STATE UNIVERSITY STATE OF I.OUISIANA Notes to the Financial Statements (Continued) 
Upon separation of employment, both classified and non-classified personnel or their heirs are compensated for accumulated annual leave not to exceed 300 hours. In addition, academic and non-classified personnel or their heirs are compensated for accumulated sick leave not to exceed 25 days upon retirement or death. Act 343 of 1993 allows members of the Louisiana State Employees Retirement System, upon application for retirement, the option of receiving an actuarially determined lump sum payment for annual and sick leave which would otherwise have been used to compute years of service for retirement. Unused annual leave in excess of 300 hours plus unused sick leave are used to compute retirement benefits. Upon termination or transfer, a classified employee will be paid for any one and one-half hour compensatory leave earned and may or may not be paid for any straight hour-for- hour compensatory leave earned. Compensation paid will be based on the classified employees' hourly rate of pay at termination or transfer. L. TOTAL COLUMNS ON STATEMENTS Total columns on the statements are captioned Memorandum Only (overview) to indicate that they are presented only to facilitate financiat analysis. Data in these columns do not present financial position or results of operations. Neither are such data comparable to a consolidation. 2. CASH AND CASH EQUIVALENTS AND INVESTMENTS At June 30, 1998, the university has cash and cash equivalents and investments in certificates of deposit (book balances) totaling $7,308,326 as follows: Cash on hand Demand deposits United States Treasury Bills Cash in state treasury Total cash and cash equivalents Certificates of deposit classified as investments 
Tota 

$26,574 2,138,387 1,995,787 19.125 4,179,873 3.128.453 
These deposits are stated at cost, which approximates market. Under state law, these deposits (or the resulling bank balances) must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance must at all times equal the amount on deposit with the fiscal agent. These securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. At June 30, 1998, the university has $8,034,818 in deposits (collected bank balances). These deposits are secured from risk by 

14 



NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
$228,138 of federal deposit insurance (GASB Category 1) and $7,806,680 of pledged securities held by the custodial bank in the name of the fiscal agent bank (GASB Category 3). Also included in cash equivalents are United States Treasury Bills totaling $1,995,787. These treasury bills are reported in Statement A at cost, which approximates market. The treasury bill is in the university's name and is held by a federal reserve bank. Included in (:ash is cash available to the university within the state treasury totaling $19,125. Securities pledged for cash in the state treasury are not included in the above computations as these amounts are secured by fiscal agent banks established by the state treasury independent of the university. 3. ACCOUNTS RECEIVABLE Accounts receivable are shown on Statement A net of an allowance for doubtful accounts as follows: 

General Auxiliary Enterprises Restricted Unexpended Plant Agency Tota 
4. NOTI:'S RECEIVABLE 

Allowance for Accounts Doubtful Net Receivable Accounts Statement A $1,467,036 687,858 2,013,857 31,033 39.576 $4,239,360 $32,577 $4,206,783 
Notes receivable within the student loan funds are shown on Statement A net of an allowance for uncollectibles as follows: 

15 



NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 

Perkins Loan Nursing Student Loans Total 
5. PENSION PLANS 

Allowance Notes for Net Receivable Uncollectibles Statement A $2,740,123 $441,367 $2,298,756 152 002 32,910 119,092 

Plan Description. Substantially all employees of the university are members of two statewide, public employee retirement systems. Academic employees are generally members of the Louisiana Teachers Retirement System (TRS), and classified/unclassified state employees are members of the Louisiana State Employees Retirement System (LASERS). Both plans are cost-sharing, multiple-employer defined benefit pension plans administered by separate boards of trustees. TRS and LASERS provide retirement, disability, and survivors' benefits to plan members and beneficiaries. Benefits granted by the retirement systems are guaranteed by the State of Louisiana by provisions of the Louisiana Constitution of 1974. Generally, all full-time employees are eligible to participate in the systems, with employee benefits vesting after 10 years of service. Article 10, Section 29 of the Louisiana Constitution of 1974 assigns the authority to establish and amend benefit provisions to the state legislature. The systems issue annual publicly available financial reports that include financial statements and required supplementary information for the systems. The reports may be obtained by writing to the Teachers Retirement System of Louisiana, Post Office Box 94123, Baton Rouge, Louisiana 70804-9123, or by calling (225) 925-6446 and/or the Louisiana State Employees Retirement System, Post Office Box 44213, Baton Rouge, Louisiana 70804, or by calling (225) 922-0600. Funding Policy. The contribution requirements of plan members and the university are established and may be amended by the state legislature. The legislature annually sets the required employer contribution rate equal to the actuarially required employer contribution as set forth in R.S. 11:102. Employees contribute 8% (TRS) and 7.5% (LASERS) of covered salaries. The state is required to contribute 16.4% of covered salaries to TRS and 13% of covered salaries to LASERS. The university's employer contribution is funded by the State of Louisiana through the annual appropriation to the university. The university's employer contributions to TRS for the years ended June 30, 1998, 1997, and 1996, were $2,670,000, $2,621,883, and $2,460,296, respectively, and to LASERS for the years ended June 30, 1998, 1997, and 1996, were $722,329, $673,145, and $620,674, respectively, equal to the required contributions for each year. 6, R.S. publ 
OPTIONAL RETIREMENT SYSTEM 11:921 created an optional retirement plan for academic and administrative employees of c institutions of higher education. This program was designed to aid universities in 

16 



NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
recruiting employees who may not be expected to remain in the TRS for 10 or more years. The purpose of the optional retirement plan is to provide retirement and death benefits to the participants while affording the maximum portability of these benefits to the participants. The optional retirement plan is a defined contribution plan that provides for full and immediate vesting of all contributions remitted to the participating companies on behalf of the participants. Eligible employees make an irrevocable election to participate in the optional retirement plan rather than the TRS and purchase retirement and death benefits through contracts provided by designated companies. Total contributions by the university are 16.4% of the covered payroll. The participant's contribution (8%), less any monthly fee required to cover the cost of administration and maintenance of the optional retirement plan, is remitted to the designated company or companies. Upon receipt of the employer's contribution, the TRS pays over to the appropriate company or companies, on behalf of the participant, an amount equal to the employer's portion of the normal cost contribution as determined annually by an actuarial committee. The TRS retains the balance of the employer contribution for application to the unfunded accrued liability of the system. Benefits payable to participants are not the obligations of the State of Louisiana or the TRS of Louisiana. Such benefits and other rights of the optional retirement plan are the liability and responsibility solely of the designated company or companies to whom contributions have been made. Employer contributions to the optional retirement plan totaled $1,167,801 for the year ended June 30, 1998. 7 POSTRETIREMENT HEALTH CARE AND LIFE INSURANCE BENEFITS The university provides certain continuing health care and life insurance benefits for its retired employees. Substantially all of the university's employees become eligible for these benefits if they reach normal retirement age while working for the university. These benefits for retirees and similar benefits for active employees are provided through a state-operated group insurance program and various insurance companies whose monthly premiums are paid jointly by the employee and the university. The university recognizes the cost of providing these benefits to retirees (university's portion of premiums) as an expenditure when paid during the year. These retiree benefits totaled $701,523 for 306 retirees for the year ended June 30, 1998. 8. CONTINGENT LIABILITIES Losses arising from judgments, claims, and similar contingencies are paid through the state's self-insurance fund or by General Fund appropriation and are not reflected in the university's financial statements. The university is involved in 17 lawsuits at June 30, 1998. In the opinion of legal counsel for the university, these lawsuits have not progressed to a point where the likelihood of the outcome or any estimate of the amount or range of potential loss can be determined. 
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NORTHWESTERN STATE UNIVERSITY STATE OF t.OUISIANA Notes to the Financial Statements (Continued) 
9. COMPENSATED ABSENCES At June 30, 1998, employees of the university have accumulated and vested annual leave, sick leave, and compensatory leave of $1,279,221, $368,032, and $22,090, respectively, which was computed in accordance with GASB Codification Section C60. The leave payable is recorded in the accompanying financial statements. 10. COMPENSATORY LEAVE At June 30, 1998, unclassified employees of the university have accumulated compensatory leave of $361,135. In accordance with the University of Louisiana System Board of Trustees' policy, compensatory leave is hours accrued and used by unclassified employees (12-month) for work and duties performed in excess of the normal 40-hour work week. No more than 240 hours of corr=pensatory leave may be carried forward to the new fiscal year. Upon separation of employment, the unclassified employee is not compensated for these hours. Classified employees of the university have accumulated compensatory leave of $22,099 at June 30, 1998. For classified employees, all unused compensatory leave earned at the time and one-half rate and credited to an employee shall be paid upon separation or transfer from the university. All unused compensatory leave earned hour for hour and credited to an employee may be paid upon separation or transfer. If such compensatory leave earned hour for hour is not paid upon separation or transfer, it is canceled. Caps on accumulation of compensatory leave for classified employees are covered by Civil Service Rule 6.25. 19. LEASE OBLIGATIONS On November 1, 1993, the University of Louisiana System Board of Trustees (Board) entered into an operating lease agreement with the City of Natchitoches, Louisiana, for airport space. This was done on behalf of Northwestern State University for use by its Aviation Science Department. This lease is for the period November 1,1993, through October 31, 1998. On January 6, 1995, the Board entered into an operating sub-lease agreement with the Board of Supervisors of Louisiana State University and Agricultural and Mechanical College for classroom space. This was done on behalf of Northwestern State University for purposes of higher education only. This sub-lease has been renewed for the period July 1, 1998, through June 30. 1999. On January 6, 1995, the Board entered into an operating sub-lease agreement with England Economic and Industrial Development District. This was done on behalf of Northwestern State University for space to be used as a Child Development Center. This sub-lease has been renewed for the period February 1, 1998, through January 31, 1999. 
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NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
On March 21, 1997, the Board entered into an operating sub-lease agreement with the England Economic and Industrial Development District. This was done on behalf of Northwestern State University for use by its Aviation Science Department. This lease is for the period February 1, 1998, through January 31, 1999. Lease agreements have non-appropriation exculpatory clauses that allow lease cancellation if the legislature does not make an appropriation for its continuation during any future fiscal period. Operating lease expenditures for fiscal year 1997-98 totaled $198,016. Operating leases are all leases that do not meet the criteria of a capital lease. Operating leases are grouped by nature (i.e., office space, equipment, etc.) and the annual rental payments for the next fiscal year following June 30, 1998, are as follows: Nature of Ooeratina Lease 
Airpo~ space Classroom space Child Development Center Tota 

1998-1999 $2,000 122,500 32.858 $157,358 
Note 25 describes the details of the university's housing facility agreement. The university does not have any other material operating or capital leases at June 30, 1998. 12. LONG-TERM DEBT The following is a summary of bond transactions of the university for the year ended June 30 1998: Bonds payable at July 1, 1997 Bonds retired Bonds defeased Bonds payable at June 30, 1998 
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$3,874,000 (394,000) (3,105,000) 



NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
A detailed summary of all debt outstanding at June 30, 1998, including interest payments of $194,707, follows: 
ssue Student Housing: Series A of 1960 Series B of 1960 Series C of 1961 Series A of 1964 Revenue Bonds of 1965 General Obligation Bonds Series 1993-B 
Total 

Date of Issue 
Oct. Oct. Oct. Apr. Apr. 
1960 1960 1961 1964 1965 

Original Issue 
$1,294,000 524,000 600,000 2,000,000 6.100.000 

Outstanding June 30, 1997 
$55,000 100,000 129,000 625,000 2.575.000 

Redeemed (Issued) 
$55,000 25,000 24,000 75,000 200.000 Feb. 1.1993 460.000 390.000 15.000 $10,978,000 $3,874,000 $394,000 

The annual requirements to amortize the outstanding General Obligation Bonds, Series 1993-B at June 30, 1998, including interest of $194,707 are as follows: 1999 2000 2001 2002 2003 Subsequentyears Total 

$35,571 34,870 34,139 38,264 37,254 389.609 
On February 27, 1998, the University of Louisiana Board of Trustees adopted a resolution authorizing the defeasement of the university's outstanding Louisiana State Board of Education, Northwestern State College of Louisiana, Student Housing System Revenue Bonds 1960 Series B, 1961 Series C, 1964 Series A, and Revenue Bonds of 1965. The issues had outstanding principal balances of $75,000, $105,000, $550,000, and $2,375,000, respectively. The bond issues had debt balances (principal and interest) of $3,982,434 as of July 1, 1997. 



Defeased 
$75,000 105,000 550,000 2,375.000 
$3,105,000 

Outstanding June 30, 1998 Maturities 
Interest Outstanding nterest June 30, Rates 1998 

$375,000 1998-2014 4.5-7.0% $194,707 $375,000 $194,707 



NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
On March 6, 1998, the bond issues were defeased. A portfolio of securities totaling $2,985,975 was necessary to defease the bonds. Additional defeasement cost of $40,001 was incurred by the Escrow Agent. The university obtained the funds necessary for the defeasement from the following sources: Housing System Revenue Repair and Replacement Reserve Housing System Revenue Bond Reserve Proceeds from the sale of land Excess funds Tota 

$915,802 858,676 911,975 339.523 $3,025,976 
The General Obligation Bonds, Series 1993-B, dated February 1, 1993, are general obligation bonds of the state serviced by the state treasury that are reimbursed by the university from vehicle registration fees. The reimbursement contract requires that the university deposit $3,825 in a ~eserve account with the state treasurer, annually, until the deposits total $38,250. At June 30, 1998, the reserve totals $19,125. 13. GENI'RAL FUND As provided by Act 971 of 1985 [R.S. 17:3386(A)], the university adopted a building and facility preventative maintenance program, which was approved by the Louisiana Board of Regents. This program allows the university to expend appropriated funds during subsequent fiscal years that were unexpended and unobligated at June 30, 1998. At least 50% of these funds must be used solely for preventative maintenance purposes, in accordance with the approved program, subject to approval by the University of Louisiana Board of Trustees, the Louisiana Board of Regents, and the Joint Legislative Committee on the Budget. All retained funds will be spent for non-recurring projects. The university retained $9,680 of its state General Fund appropriation for such purposes (Act 971 of 1985). The General Fund contributed or provided general support to the athletic department totaling $2,019,638 for the year ended June 30, 1998. 14. PRIOR-YEAR FUND BALANCE RESTATEMENT The following adjustments were made to restate beginning fund balances for July 1, 1997, to recognize an additional liability for compensatory absences in the financial statements: 
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NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 

Current Funds: General Auxiliary Enterprises Restricted 15. FUND EQUITY (Deficit) 

Fund Balance June 30, 1997 ($735,685) 1,062,334 2.605.470 
Adjustments ($21,727) (5,217) (368) 

Fund Balance (Deficit) Restated ($757,412) 1,057,117 2.605,102 
Fund balances (deficit) at June 30, 1998, as shown on Statement A, are as follows 
Current Funds: General Auxiliary Enterprises Restricted Noncurrent Funds: Student Loan Funds Endewment Funds Plant Funds: Unexpended Plant Retirement of Indebtedness Total 

Internally Externally Unrestricted Restricted Restricted Total ($1,862,B78) $670,841 2.131.961 ($1,192,037) $700,937 700,937 660,104 2,792,065 2,598,901 1,329,461 712,406 19.125 $2,802,802 $6.020,934 
2,598,901 1,329,461 712,406 19.125 $6,960,858 As shown on Statement A, as of June 30, 1998, the General Fund has a deficit of $1,862,878 in current operations - unrestricted. Of this total, $1,406,435 is a result of adjustments for compensated absences. In addition, $456,443 is the result of a final determination letter requiring the university to repay the federal government for unallowed cost from previous years. The universtiy intends to liquidate this deficit with future fiDancial resources. 16. STUDENT LOAN FUNDS The fund balances of the student loan funds at June 30, 1998. ere as follows 

Perkins Loans Nursing Student Loans 
Tota 
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NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
17. PLANT FUNDS The restricted fund balances of the unexpended plant funds at June 30, 1998, are as follows Building Use Fee Fund Vehicle Registration Fund Auxiliary Enterprises Fund Total 

$489,723 150,163 72.520 $712,406 In August 1987, the Financial Accounting Standards Board (FASB) issued Statement No. 93, Recognition of Depreciation by Not-for-Profit Organizations, which requires not-for-profit organizations, including colleges and universities, to recognize depreciation of their long-lived tangible assets in their financial statements. In January 1988, the GASB issued Statement No. 8, which addresses the implementation of FASB Statement No. 93. Codification of Governmental Accounting and Financial Reporting Standards Section C05.102 states that "Colleges and universities that follow the AICPA Industry Audit Guide, Audits of Colleges and Universities, should not change their accounting and reporting for depreciation of capital assets as a result of FASB Statement No. 93; the GASB has several projects under way that may affect that reporting." As reflected in note l-D, depreciation is not currently recognized by the university. Construction project number 19-631-93-06 Outlay Appropriations Act, is handled by recorded in the appropriate university fund. of Facility Planning and Control. 
financed by federal revenue budgeted in the Capital the Office of Facility Planning and Control and is The federal funds are received directly by the Office 

As of June 30, 1998, the university has work-in-progress totaling $133,076, which is reported by Facility Planning and Control and not included in the university's financial statements. A summary of investment in plant follows 
Land Improvements Buildings Equipment Library books Livestock 

Balance July 1, 1997 $1,305,070 9,551,187 70,793,888 20,773,733 6,714,644 6.590 Total $109,145.112 

Additions 
$258,964 898,654 2,545,167 546,253 750 

Balance Deletions June 30. 1998 $2,341 
1,360,275 21.045 

$1,302,729 9,810,151 71,692,542 21,958,625 7,239,852 7.340 $1,383,661 $112,011,239 



NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
In accordance with R.S. 39:321-332, the university has complied with the Louisiana movable property statutes. 18. AUXILIARY ENTERPRISES The university maintains various auxiliary enterprise funds that provide services to the university community. Segment information for the year ended June 30, 1998, follows: 
Net increase (decrease) in fund balances Net income (loss) Net assets 

Food Services $228,417 251,702 70.544 ($577,855) (737,533) 348.671 
Bookstore $125,016 128,154 28.333 

The present accounting system does not provide for individual accounting of balance sheet and fixed assets accounts for each auxiliary enterprise. 19. FOUNDATIONS The accompanying financial statements do not include the accounts of the Northwestern State University Foundation, Incorporated, or the Northwestern State University Alumni Association. The foundation is a separate corporation, and the alumni association is a branch of the foundation whose financial statements are subject to audit by independent certified public accountants. The foundation and alumni association were last audited for the fiscal year ended June 30. 1997. Operating expenses of the Northwestern State University Foundation, Incorporated, for the year (assumed by Northwestern State University and included in the General Fund expenditures) are summarized as follows: 
Salaries and related benefits Travel Operating services 
Tota 

$68,155 1,060 14,583 



 

Student Recreation Center Others Tota $53,392 128,957 278.332 $438,118 517,007 119.115 ($623,268) (6,371) (144,058) ($356,180) 281,916 700.937 



NORTHWESTERN STATE UNIVERSITY STATE OF t.OUISIANA Notes to the FinancLal Statements (Continued) 
20. LOUISIANA STATE UNIVERSITY AGRICULTURAL CENTER For the year ended June 30, 1998, funds were appropriated to the Louisiana State University Agricultural Center, of which $147,010 was used at Northwestern State University for the operation of a River Water Research Station in Louisiana. This amount is included in the Restricted Funds' revenues and expenditures. RED RIVER WATERWAY COMMISSION On November 3, 1994, the university entered into a cooperative endeavor with the Red River Waterway Commission to construct, maintain, and operate the Red River Water Research Station in Louisiana to conduct research on the feasibility of using water for aquaculture, agriculture, and related endeavors such as sport fishing and conservation of wildlife. The terms of occupancy of the property by the university shall be for a period of 99 years from the date of the agreement. 22. CONSULTANT FEES FOR FEASIBILITY STUDIES AND OTHER SPECIAL REPORTS A summary of professional services payments made for consultant fees for feasibility studies and other special reports, in compliance with Senate Concurrent Resolution No. 35 of the Extraordinary Session of 1974, is as follows: Name of Firm or Consultant Who Prepared the Report NCHEMS Management Dr. Thomas Snider Dr. Edward M Penson ALT[-C Environmental Consultants Incorporated Tota 
23. NATIONAL PARK SERVICE 

$36,500 5,150 5,300 29.490 

Under Section 4022 et seq. of Public Law 102-575, the Department of the Interior established the National Center for Preservation Technology and Training at Northwestern State University. The center was created for the purpose of (1) developing and distributing preservation and conservation skills and technologies for the identification, evaluation, treatment, monitoring, and interpretation of prehistoric and cultural resources; (2) developing and facilitating training for federal, state, tribal, and local cultural resource professionals, cultural resource managers, technicians, and others working in the preservation field; (3) applying technology benefits from research by other agencies and institutions to the preservation field; (4) facilitating the transfer of preservation technology among federal agencies, state, tribal, and local governments, 



NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
universities, international organizations, and the private sector; and (5) cooperating with related international organizations. Cooperative activities require substantial involvement by both parties, including collaboration on, and joint participation in, the management of individual projects in connection with the National Center for Preservation Technology and Training. 24. DEF|:RRED COMPENSATION PLAN Certain employees of the university participate in the Louisiana Deferred Compensation Plan adopted under the provisions of Internal Revenue Code Section 457. Complete disclosures relating to this statewide plan are available in the financial statements of the State of Louisiana. 25. HOUSING FACILITY AGREEMENT The universily entered into a Ground Lease Agreement for 8.38 acres of university property with Housing Partnership I, LTD. The purpose of this lease is to develop and construct a Student Housing Facility for Northwestern students. The housing facility will consist of 10 buildings, which include approximately 160 apartment units and related facilities. The cost of construction along with maintenance and management of the Student Housing Facility is the responsibility of Housing Partnership I, LTD. The term of the lease is 40 years and will expire at midnight September 1, 2034. Construction of the Student Housing Facility began during the spring of 1994 and was completed by August 1994. The housing facility was available to students for the 1994 fall semester. Compensation for the land lease will be based upon section 3.01 and 3.02 of the lease agreement described as follows: Base Rent (section 3.01) - Lessee will pay an annual base rent of $1,000 payable to the university on September 1, 1994, and like installment due on each anniversary thereafter during the term of the lease. Percentage Rent (section 3.02) - Lessee will pay to the university commencing with the academic year ending August 31, 1995, and for each academic year thereafter during the term of the lease, a percentage rent in an amount equal to the product of (a) 25% and (b) net cash flow less an amount equal to the 5% of net cash flow payable to the improvements owner pursuant to the Improvement Lease. By way of example, if net cash flow during an academic year was $100,000, the percentage rent would be $23,750 [25% X ($100,000 - 5%) = 25% X $95,000 = $23,750]. Percentage rent shall be paid to the university no later than 45 days after the close of each academic year. If there is no percentage rent due for any such academic year, any net loss shall be borne solely by lessee and shall not be carried forward in determining percentage rent for the next academic year. The university did not receive any percentage rent payments during the year. 
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NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Notes to the Financial Statements (Continued) 
ON-BEHALF PAYMENTS FOR FRINGE BENEFITS AND SALARIES On-behalf payments for fringe benefits and salaries are direct payments made by one entity to a third-party recipient for the employees of another legally separate entity. On-behalf payments include pension plan contributions, employee health and life insurance premiums, and salary supplements or stipends. For example, a non-governmental fund-raising foundation affiliated with a governmental university may supplement salaries of certain university faculty. Those payments constitute on-behalf payments for purposes of reporting by the university if they are made to the faculty members in their capacity as employees of the university (GASB 24). There were no on-behalf payments for fringe benefits and salaries included in the accompanying financial statements for fiscal year 1998. 27. FEDERAL GRANTS The university participates in a number of federally assisted grant programs reported in the Restricted Fund. These programs are subject to financial and compliance audits mandated by the grantors. An audit of the 1995-96 fiscal year identified questioned cost for certain Title IV programs. As a result of this audit, the U.S. Department of Education requested the university to perform certain procedures to determine the amount of improperly disbursed Title IV funds. On July 26, 1998, the Director of Financial Aid reported $957,832 of improperly disbursed Title IV funds to the department. On August 31, 1998, the U.S. Department of Education issued a final determination letter stating that the university would have to repay $456,443. The university received the letter September 14, 1998, and this amount has been reported in the accompanying financial statements. 28. YEAR 2000 ISSUE The Year 2000 issue is the result of shortcomings in many electronic data processing systems and other equipment that may adversely affect the university's operations as early as fiscal year 1999. Northwestern State University has planned its course of action to address the Year 2000 Compliant issue. It has assessed the various systems used to compile its financial information to determine if these systems are Year 2000 Compliant. The university has begun the conversion process for its Financial Reporting, Human Resources, Student Information, and Loan Management systems. Other existing systems identified are also scheduled for conversion at a later date. The university is using the services of contractors, along with its existing staff, to accomplish the conversion process. The university will form a Year 2000 Compliant committee and appoint a coordinator to address the issue. The committee and coordinator will be responsible for keeping the conversion process current, establishing timelines when the various systems will be converted, and ensuring the timely completion of the process. At the present time, the university is scheduled to have the conversion completed by January 1, 1999, for its main systems. 
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Northwestern State University has undertaken a significant funding commitment to update, replace, or convert hardware and software to meet the Year 2000 challenge. The university expects to spend over $355,000 during the 1998-99 fiscal year to accomplish this objective. Because of the unprecedented nature of the Year 2000 issue, its effects and the success of related remediation efforts will not be fully determinable until the year 2000 and thereafter. Management cannot assure that the university is or will be Year 2000 ready, that the university's remediation efforts will be successful in whole or in part, or that parties with whom the university does business will be Year 2000 ready. 



 

NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA SUPPLEMENTAL INFORMATION SCHEDULES As of and for the Year Ended June 30, 1998 
The following supplemental information schedules present the Schedule of Individual Agency Fund Balances and Schedule of Individual Endowment Fund Balances for amounts included in the totals presented on Statement A for the Agency Funds and Endowment Funds, respectively. 



NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA AGENCY FUNDS Schedule of Individual Agency Fund Balances For the Year Ended June 30, 1998 
Argus Artist Series Fee Club Sports Fee Current Sauce Drama KNWD Potpourri Rodeo Team Rowing Team Shreveport - Student Government Association Shreveport - SGA Speaker Student Government Association SGA Speaker Program Student Union Programs Student Intramurals Student Trust Fund Union Board Drama Warrington Campus Counci SGA Loan Fund Tota 

32 

Schedule I 

$4,483 210 55,799 18,363 4,657 33,381 29,837 4,195 2,112 46,079 855 28,139 744 23,516 22,045 82,629 17,720 22,837 65.558 $463,159 



NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA ENDOWMENT FUNDS Schedule of Individual Endowment Fund Balances For the Year Ended June 30, 1998 
Noble Morrison Endowed Professorship in Applied Management Fund NSU Coughlin-Saunders Endowed Professorship for Nursing and Allied Health Fund Joanna Magale Endowed Professorship of Music Carolyn-Cone Saunders Endowed Professorship for Nursing end Allied Health Richard Lounsbery Foundation Endowed Professorship of Chemistry Fund Clyde M. Bostick, Jr. Endowed Professorship of Social Studies David Morgan United Teacher Associates Insurance Company |--ndowed Professorship in Business NSU-Coughlin-Saunders Endowed Professorship for Nursing and Allied Health #2 Fund NSU-Coughlin-Saunders Endowed Professorship for Nursing and Allied Health #3 Fund Freeport McMoRan Endowed Professorship in Pluralistic |--ducation Donald F. Derby Endowed Professorship for Creative and Performing Arts Ann Splon Coughlin Endowed Professorship for Nursing and Allied Health Library Trust Fund Tota 
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Schedule 2 

$107,846 107 259 112 702 106 658 105 364 103 645 102 492 102 492 102,492 101,103 101,103 101,103 75.000 $1,329,461 



OTHER REPORT REQUIRED BY GOVERNMENT AUDITING STANDARDS 
The followinq pages contain a report on compliance with laws and regulations and on internal controls as required by Government Auditing Standards, issued by the Comptroller General of the United States. This report is based solely on the audit of the financial statements and includes, where appropriate, any reportable conditions and/or material weaknesses in internal control or compliance matters that would be material to the presented financial statements. 
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We have audited the financial statements of Northwestern State University, a component unit of the State of Louisiana, as of and for the year ended June 30, 1998, and have issued our report thereon dated November 20, 1998. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Compliance As part of obtaining reasonable assurance about whether Northwestern State University's financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards. 
nternal Control Over Financial Reporting In planning and performing our audit, we considered Northwestern State University's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. However, we noted one matter involving the internal control over financial reporting and its operation that we consider to be a reportable condition. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could adversely affect Northwestern State University's ability to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements. 
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NORTHWESTERN STATE UNIVERSITY STATE OF LOUISIANA Compliance and Internal Control Report November 20, 1998 Page 2 
nadequate Controls Over Traffic Tickets and Fines Northwestern State University does not have controls in place to ensure that all traffic tickets issued by University Police are properly controlled and recorded. An adequate internal control system would ensure that all traffic tickets are properly accounted for and that all the fines due to the university are recorded in the accounting records. In addition, the system should ensure that no individual is in a position to both perpetrate and conceal errors and/or fraud. This lack of controls resulted in the following conditions: The TicketTrak System generated the NSU Ticket Report that indicated that University Police issued tickets valued at $117,477 between July 1, 1997, and February 3, 1998. This report indicated that $103,972 of the $117,477 of fines was recorded in the Financial Reporting System (FRS). However, only $57,592 was actually recorded in the FRS and charged to students or non-student accounts. Therefore, fines of $59,885 were never recorded in the accounting records. A portion of the $59,885 in fines occurred when the new ticket system was placed on line and the university lost some of the parking permit information. Approximately $13,505 could not be transmitted to the FRS since the new ticket system was unable to determine if the ticket was issued to a faculty member, student, or visitor. University Police issued an additional 2,042 traffic tickets totaling $51,050, between February 4, 1998, and June 30, 1998, which were not reported or charged to student accounts. The University Police attempted to download the tickets from the computerized hand-held ticket writers into the TicketTrak System, but the tickets did not get into the TicketTrak System. This ticket system does not generate a report that can be used to verify that all tickets written into the computerized ticket writers were successfully accepted by the TicketTrak System. Since the fines were not reported or charged to student accounts when the students paid the tickets, they received a credit balance of $25, which was applied to the next charges incurred by the student. We examined 18 student accounts with $25 credit balances and found that 14 of the students were enrolled for the fall 1998 semester and the credit for the traffic fines had been applied to their tuition and fee charges. The other four students have credit balances that will eventually be refunded to the students or applied to their accounts if they reenter school at some later date. 
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[he Appeals Committee hears requests to void traffic tickets. Once that committee makes its determination, the files are returned to the secretary for the University Police to notify the student of the outcome and to request that the student's account be credited in case of voided tickets. "[he request to credit the student's account is signed only by the secretary, with no supervisory review or approval. These conditions resulted when the existing ticket system quit working in August 1997, and a new TicketTrak System was purchased and placed into operation in December without performing the tests necessary to determine if the system was properly functioning and interfacing with the appropriate accounting applications. Even though management personnel was aware that a problem existed, no corrective action was taken. The university has not recorded an estimated $110,935 in traffic fines and ultimately will not collect those revenues. In addition, the university will continue to lose revenues as students with credit balances for unrecorded traffic fines have this credit balance applied to their tuition and fees upon registration in subsequent semesters or refunded if they do not return to the university. Management should take steps immediately to remedy this situation and ensure that all tickets are recorded in the TicketTrak System. In addition, once the appeals committee makes its determination, someone other than University Police personnel should notify the student and the accounting department of the outcome. Management concurred with the finding and recommendation and outlined a plan of corrective action (see Appendix A). A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by.employees in the normal course of performing their assigned functions. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. However, we consider this reportable condition to be a material weakness. Other Reports Issued by the Legislative Auditor In an investigative report dated May 6, 1998, the Legislative Auditor reported that Birdwell's Fire Extinguisher Service appears to have received as much as $18,231 for services not rendered. A new contractor is presently servicing the university and the appropriate authorities have been notified. 
EXHIBIT A 
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Our comments on compliance with laws and regulations and internal control structure are intended for the information and use of management of the university. By provisions of state law, this report is a public document, and it has been distributed to appropriate public officials. 
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NORTHWESTERN State University Nlllbl|otlll|. Lellllllll 71497 
Office of the President Telephone (318) 357-644 I LINC 527~>441 Fax (318) 357- 4223 

September 22, 1998 
l)r. Daniel G. Kyle, CPA, CFE Legislative Auditor Post Office Box 94397 Baton Rouge, Louisiana 70804-9397 RE: INADEQUATE CONTROLS OVER TRAFFIC FINES Dear 13r. Kyle In response to tile above referenced audit finding, the university concurs with the finding and has taken tile following actions lo address Ihis issue: Suspended the nse of TickeTrak hand held ticket writers until fully tested. Developed procedtnes and implemented a manual ticket writing system Contacted the vendor providing the automated ticket system, Cardinal Tracking, and a three-day consnltation beginning on mid-October, 1998, has been scheduled. Established time line between University Police and Computer Center for receipt of required reports for ticket assessloeat. stablished procedures for tile processing and reconciliation of Parking Permit data forms. Revised procedmes for the University Traffic Appeals Committee to notify recipients of traffic fickels and Student Accounting of the status of the appeal. The university will ensure the system is properly tested and is functioning and interfacing with the appropriate accounting application before using the system. "lhc Computer Cenler Director in charge during the audit period is no longer with the university. Computer Center management, personnel, and staffing changes have been made in the Computer Center since the audit period that will ensure this situation is resolved and will not recur. The Computer (:enter Director with assistance from the University Police and Business Affairs' staff is responsible for taking conective action. Sincerely 
~a~ndall J. Webb resident 


